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SECm 


hiarah 22. I960 


^ iJnOBAMDUM TO TEE riL3; 


A, T, SaBzuelsos, Director, GAAD, sM 1, L. FaU.. Svqpervisor, 
CIA audit, raet on March 21. I960, in Mr. Sameleon'* office to 
aiscuss the OAO tthlit at CXA. 

Dahl expressed the opinion based on our work to date under the 
restrictions placed dpon the audit by CIA It appears that only a 
very Halted cosp^rehensire aiailt would be possible, and feiSt no 
broad evaliiatlons of CIA aotirities would be possible, To firnly 
support such an opinion, howerer, Bahl suggested that it would be 
necessary to perform (to the extent possible) at least one limited, 
and one general evaluation of ClA actlTlties. 

The principal restriotions on the GAO audit of CIA activities 
are as follows. 


1, The aiidit will have to reaaln outside the area 
of sensitive security operations. 


2, The Agency regulations setting forth the policies, 
procedtires, and practices under which CIA 
activities are ceadLucted are not available to GAO. 


The first restriction means that the GAO will not be per- 
mitted to review or audit the CIA clandestine activities or the 
activity of an administrative organisation wheia su the activity 
of such organization is in support of a elandestins activity, 
i/hsre such an adsinistrativs, or tTQ<port. organisation is involved 
in the support of both clai^estive and overt activities. GAO will 
be permitted to Review or amit only the overt activities of such 
an organization 


The second restriction means that the regulations issued by 
the Deputy Director for Support (DDS), or the Director of Central 
Intelligence (DCI) and setting forth the policies aM procedures 
of the CIA are not available to GAO, The only excertion to this is 
the general organisational material on the tain CIA organisational 
groups and on the intelligence and Bii|j^^t areas In particular. 


CWBBBf tts. _ __________ 
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¥e were advised djr the 1)X)S tt at this was necessary because the^^ 
policies and procedures on both clandestine and overt activities 
are so Intermingled in the regulatory issuances that it is not , 
possible to sterilize them for GAO use. The hiJS has agreed that the 
CIA policies and procedures on overt activities would be orally 
made available to GiP. Becently the internal instructione of the 
Fiscal a3Bd Finance Givlsioas in the Office of the Comptroller 
have been made available to us on a selective basis, with the 
selection being made by CIA. 

lahl Suggested that, if Mr. hamuelson detearmines that the 
audit Is to be continued, we should have a 03 12 or 13 ocmpreo 
hensive auditor, and a payroll auditor assigned to the CIA audit 
staff. 


fahl suggested a payroll auditor since the bulk of the overt 
dollar obligations (Fisoal expenditures charged to Fiscal Allotments) 
are for personal services, 3aaed on fiscal year 1959 obligational 
data, it appears that, as CIA had previously informed us, about 
30 percent of CIA obligations are against overt allotments and 
are generally subject to OAO audit. However, 77 percent of 
1959 iv-ert dollars are for personal services (82 percent including 
Civil Service contributions), leaving the remaining 23 {or 18) 
percent for all other categories of obligations. Through a 
payroll audit we could account for the great bulk of overt dollars 
and a substantial amount of the total CIA dollars. 

Based on the 1959 obligational data, the Offlc# of Coamuni** 
cations is the largest support aotlvity, and the Ofiloe of Logis^ 
tics is the saoona largest support activity. It is believed that 
the Xoglstio operation would be more susceptible to audit under 
the present restrictions, A heavy OS 12, or a 13 comprehensive 
auditor is necessary to work with Pahll in meetings with CIA 
officials and to perform oontraot audit work In Loglstios, with 
perhaps the assistance of tfilllaas. 

Hr. Samuelson agreed to try ana free an ABC •> oleared 03. 12 
from other audit responsibility for about h to 6 aonfihs aaal gn- 
ment on the CIA audit. It was estimated that it would, take from 
h to 6 months^ to eoc^lete say a limited audit of oontraoting in 
Logistics and perhaps, also, a broad evaluation in an area such 
internal audits and other internal reviews. 

Mr, Samuelson advised that he would arrange a meeting with 
Mr. White (Colonel), DBS, for sometime next week, for the purpose 
of introducing fir, Abbedesea to uol. White, 
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for the purpose of discussing the posal'bility of quick clearances 
of additional audit staff, and to discuss generally, perhaps, 
the present audit and the present audit restrictions, 

1-ir. Saniuelaon agreed that we had heen led to bellere in 
several meetings with Gia Sv^ort officials and the CIA General 
Counsel that the regulations and other docuimentaticm setting 
forth the policies, proceedures and practices under which CIA 
and its operating units oarry out thslr responslhHitles would 
he avallahler for GAO, Be, Hr, SauuelBon, does net helieve that 
our audit can hs brought to any satisfactory conclusion with- 
out these materials. 


■/If 

E. L. Pshl 
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